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Key Judgments
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USSR: Goals of the
11th Five-Year Plan
Unattainable

The preliminary gouls announced last month for the Sovict 1th Five-Year
Plan (1981-85) suggest that Moscow has yet (o come {0 grips with the
countny's increasingly severe economic problems. Despite growing resource
stringencics. the implicd growth rate planncd for GNP (4.0 pereent per
yvear) is substantially above that achicved during the 10th Five-Year Plan
and. if attained. would mark a return to the rate of the carly 1970s.

The plan piaces the greatest emphasis ‘on the development of heavy industry
and agriculture, with the highest growth targeted for those branches of
heavy industey most closely tied to the miiitary. Although the draft
dircetives contain much chetoric on the need to boost living standards. few
neir-term gains in consumption are likely, Whatever anxtety the leadership
feels about the worsening plight of consumers has not beern enough to causea
significant resllocation of resources in their favor, .o

In 2 number of key arcas, the guidclines for the 11th Five-Year Plan contain
considerubly less statistical data—some 40-30 percent overall—than the
guidclines for the previous two five-year plans. The cutback is especially
pronounced in those activitics most important, but troublesome. to the
leadership—cnergy, agriculturc, and transportation. Although the reduc-
tion in data is in linc with the trend to curtail the volume of published
statistical information evident since the mid-1970s. the abscnece of concrete
(igures for scveral key goitls and conventional categorics probably refllects
delays, uncertaintics, and possible conflicts in Sovict decisionmaking.

To meet the ambitious targets that have been announced. Sovict leaders are
again counting on sharp increases in labor productivity. In this regard,
science and technology are to be given an expanded role in boosting the
productivity of labor and other resources. Previous campaigas Lo raise |
productivity have failed badly, however, and Moscow's present agenda
offers little hope for changing this pattera. Without an acccleration in the
growth of productivity to offsct slower growth in cmployment, the USSR
will achicve little more than half the GNP growth implied in the dircctives
z}nd is unlikcly cven te match the 2.8-percent growth rate of the last five
years.

1t Coaflicatial

ER3$/-10093




C 'ul%c

atial

Figure

1

L‘SSR: Seclected Indicators of Economic Perfarmance
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USSR: Goads of the
11th Five-Year Plan
Unattainable

Agriculture: Hoping For the Best

Farm output is scheduled 0 increase an average of §

pereent per year during 1951-85. including a ncurty

4.3-percent average anaual jump in meat production

(sce Gigure 1). Although almost half of this increase

would be a recovery from the decline saffered since

1978. the goul seems overly ambitivus. To meet it. the

teadership is counting on:

e Better weatther over the.aext five years.

o Stepped-up defiverics of (arm machinery and
fertilizer.

o A major improvement in agricultural cfficicncy. (L)

It is ressonable o expect some improvement in the
weather. which was eaceptionally bad in the lust two
sears. Even so. the poad for grain production, calling
for i roughly S-pereent average annual inerease. is
atmost certainaly o high (sce table 1). This increase is
to come entirely from higher yiclds, and we do ant
belisve that the Soviets are capable of cither obtaining
the necessary inputs or of using them efficiendy. tn
particular, we doubt that they can increase fertilizer
production and distribution as much as required. be-
cause of difficultics in constructing and operating_n
\Western-cquipped fertilizer plants {sce table 2)

4 'onﬁdz

Table 2 P'ercent
USSR: Average Aanual Rates of Growth
of Sclected Inputs to Agriculture
1906-70 1971.7% 1976-X0 198 1.8%
. Man

Tactors 22 A - Xt
Trucks 107 Hns —-32 R4
Deliverics of mincral 11.0 10.1 A0 o2
Cettilizer N )
Nect 2dditions of u.K R 3 4.0 29

icrigated and
Jdraincd Lund

AMoscon hopes e raise the officiency of furm resourves
through a serics of orgaaizational change. {n his
speceh to the party plenum last October, President
Brezhney stated that the Politburo intended to create 2t
new agro-industrial food complex during the 1Ith
FFive-Year Plan that would integrate the planning.
finaacing. and management of agriculiurc —including
procurcment. storage. processing. aad other clements
of the foad industry. This idea is i keeping with the

Table 1

USSR: Average Annual Production, Sclccted Commoditics

Million Mciric Tons

1971275 1976-80 1981-58
"an
R . oL L I, __‘-A_cti:x[ . Van Actucl

Crop> e T T T -
Geain .. . _.. Mo 1ELG T a2 2080 | 223 B
Cotton . ks 7.6 a0 T T T eey )
Potatoes . 1060 ®93% 1020 Ters T e T )
Suyrar bects e e NA B _4_7{-.0 _4 NA i o .--KS.-! ’ ) _.100-!03 o ) )
Livestock produc_(‘_ _' . T T T ) -
Mecat - R T S E st 149 T s o
Milk T X FRTY T T T v
Eees (bittion) 161 st T sl 630 T o
Wt 0.464 012 T aamn 0459 0.470-0.450
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repeated calls Brezhney has made in the past (o estab-
fish supezxministerial bodies o coordinate the wock of
related brauch ministries. Such organizational
<hanges have been tried ;cpgﬂcdl_\ in the past with
tittle impact on output

As part of this cffort to boost praductivity. the leader-
ahip is emphasizing the role of private plots, which
curreatly account for roughly 30 percent of meat
production. In mid-January Moscow published a de-
crec on privitte plots. stressing theic imporntance. Before
the deerce. the Sovict press carried a scries of articles
calling for state-Girm officials to support local private
plot activity

Because turgets for grain and other feed crops will not
be met. achievement of the goals for mcut and other
tivestack products would requirce large continuing
grain and feed imporls—-pr‘obubl,\' in the range of
20-30 iliion tons «t year

Industcy: Temporize and Nodernize

The problems facing Sovict planners in the Hth Five-
Yeur Plan arc especially evident in the targews for
industry. Although the overall plaancd growth of 1.9
percent is the lowest for any plah period. industey
would have to perform considerably better than it t_ﬁd
during the 10th Five-Yecar Plan to reach this goa®

Reflecting the leadership’s continucd emphasis on
heavy industry, machinery production—the ptincipal
source of tnvestment goods. delense hardware. and
consumer durables—is scheduled to increase at a hefiy
rate of 7.0 percent annually. Moscow, however, will
first have to overcome scrious problems in the steel
industry. where output, especially of high-quality”
products, has lagged badly in recent years. The un-
usual abscence of a target (or crudce steel production in
the plan dircctives suggests that Sovict planners them-
sclves arc unsurc of this scctor.® The plan also calls {or
increases in the production of some noafcerrous mctals,
such as xluminum. which cun be substituted for steclin
many application:

* The abscace of 3 target for crudc stecl is onc reflection of u general
cutback on data in the 11th Five-Ycar Plan dircctives. Fora
compacison of data in the 1 1th Five-Year Plan directives with dats
in the 9th and 10th Five-Yeae Plan dircctives, scc appendic A

('onl}léuial

Mearwhile, the chemical industey is scheduled to grow
at 5.6 peccent per veur during 1981-85, well above the
1.0-percent average annual rate achieved during the
10th Plan. Although the industry will beacefit from
previous purchascs of Western cquipment aad techaol-
ogy. the 1985 goals for some key chemical products arce
doubtfui. Production of fertilizer is scheduled to rcach
150-155 niillion tons by 1985, with 115 miiifion toas
scheduled for delivery to agriculiure To reach this
targcet. increascs in the production of fectilizer woe*”
need to almost triple from its level in 1976-80.

Soslct Energty Production: Substituting Gas for Qil
Encegy production in 1981-85 is plaancd to grow at' 2.9
to 4.1 percent anaually. compared with 4.2 percent
achicved duriag the 10th Five-Yecar Plan. Siower in-
crcascs in oil production arc to be offsct by a sharp
increasc in gas output, which is o account for morc
than onc-hall of the growth in total cacrgy output. We
belicve that even the low end of the target range will
not be achicved, largely becausc oil output is likely to
decline und the goal for_eas production is overly ambi-
tious (sce figurc 2)

Qil. Planacd oil production is 12.4-12.9 niillion b/d in
1985, compured with the 12.1 million b/d achicved in
1980. Althouch the ncar leveling off of production in
the Plan indicates that Moscow now recognizes severe
prablems in the oil sector—au fuct also indicated by the
hcavy emphasis on conservation in the directives—we
belicve that the Sovicts will be able to producc only 10-
11 million b/d in 1985

Gas. Natural gas output is scheduled to rcach 21.1-
22.6 trillion cubic fect {f1 ) by 1985, Although the
lower end of the range is attainable, everything would
have o go right for the Sovicts to extract and transport
22,6 trillion {t *of gas by 1985, Outpui at the
supcergiant Urengoy ficld must rise by 3.5 trillion ft *to
a level of 5.7 trillion [t *and the new, as yet undevel-
oped, Yamburg (icld would have o be producing 3.5
tritlion ft . Reaching the target of 22.6 tritlion ft *
would ulso require that extraction ia older gasfictds,
primarily in Central Asia and * "2 Ukraine, be main-
tained closc to existing levels
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\We do not believe tut the Sovicts will be able to
achicve theae ambitious goals. Production grawth at
the Urengoy ficld is being held back by inadequate
infrastructure. i 70-percent annual tibor wurnover,
poar drilling technology . and Arctic temperittures,
Coaditions will be warse :t the Yambury field Grther
north, oace it opens. Consequently . dritling targets for
Weat Siberian paa, which will increase substantiably
ceeem 2 for 1976-80., prabably will be unfulfitied.

Coal. Coul production is to increase from 716 milliva
tons in 1980 to 770-800 willion tons in 1985, We
belicve that praduction could at best ceach the lower
cend of the range. Even this degree of success would
involve an anonual incrcase of about 11 milliva tons
aanually during 1981-8S —(ur more than the 3-mil-
lion-ton average growth cach vearia 1976-80. & 3

C onlrglatint

Uraduction xt 770 miflion wns depeads on obtaining
mare coutd fram the open-pit deposis in Kazahhistan
and Siberix taallaet szgging output fo the Cleaiae,
This Ceat would catail sofving chiraaic cquipment,
tranaportation, aad labor problems in these wrcas. The
Soviet cod industey L hawever, coatinues to be ham-
pered Ly inadeguate pust investient, o tag in commis-
sioning new capacity. and a shaep rise in mine deple-
tion. At present. about 75 pereent ol the sanuad gross
additions to plap and cquipment must Le used to ot
depletion

Electricity. The Soviets plan clectricity output of
1,500+ 1,600 Lillion kilowatdhoues (K\Why by 19SS 2
sk reguiring sbout a1 d-pereent growtiTanaually due-
ing LYS -85, compared with 4.6 pereent in §976-30.
Praduction at the lower end of the cange peabably can
be schiceved. Within this context, nuclear power will
account for a mech Lerger share of electricity produc-
tion. Althaugh accicar power output will fall short of
the goal of 220-225 billion KWh beciuse of numerous
cguipment znd Libor problema. the share of clectricity
produced by auclear plints will increase from abog: <
pereent currently to sbout 13 pereent in 198

Squccze ou Investment

Reflecting stower growth in machinery output. atag:
nating production of construction avuterials. and @
continuing risc in unfinished construction. the plan
cnvisions invastment growth of valy 2.6 pereeat pere =
vear, i postwar Jow. The Sovicts hope to compensate
fur the decline in investment growth by coacentrating
on linishing projects already under wiy and Ly
expanding and modernizing existing facifitics, rather
than constructing new ones. [n this way they hope
generate @ much larger increase in the stock of plant
and cquipment than otherwise would occur. [his policy
has never been successful in the past, and there is little
reason to Lelieve it will succeed now. The types of
investment projects planacd—especially in cncrgy see-
tors—have heavy construction compongats (relative o
machiae-+V. loae leadtitics, and limited immediate
pavoflls

Although Cew details are available. the leadership has
indicated that investment will be cancentrated in en-

crgy extraction ind heavy industry. Development drill-
ing for oil and gas. fur example. is scheduled to double
during the period of the Tth Five- Year Plan compaced

: (ouﬁ?é\(i:\l
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with that of the 16t o additioa. explorateny dritling
foc oil and gus in western Siberia is 0 be expanded -
from about S mitllion mcters in 1976-80 1o 12.5 miltion
meters during 1981-1985.

The machinery industry also will ceccive a large shure
of investment allocitions in an attempt to modernize
the industny and increasc its ability to supply the cest of
the cconomy with modern high-technology equipnient.
Renovation and replacemicnt of existing cquipment
also will be stressed tn the vital transportation scctor-- -
where. with the exception of completing the Baikal-
Amur Mainline (BAM). the plaa stresses upgrading
cxisting facilities

Beeausc of the expected low rate of investment growth
and the continued emphasis on heavy industry, the
share of investment going to light industry and other
consumer-related sectors probably will decline. No
investment figures for these areas were wnnounced

Raising l.abor Productivity: Key to Growth

Moscow is counting heavily on large gains ta lubor
productivity to meet its output goals. Indced. the plan
dircctives stipulate that 90 percent of the growth in
industry und all of the growth in agricultys* must come
through increascs in labor productivity.

The need to raise labor productivity is more critical
riow than cver before. Because of declining birth rates
in the 1960s. only half ax many new workers will join
the labor force in 1981-85 asin 1976-80. On top of this,
falling growth of machinery output and continucd
large incrcascs in defense praec=ms are restricting the
growth of investmeat goods

To counter these trends, the plan calls for an expansion
of the role of scicace and technology in improving the
productivity of labor and other resources.” Moscow's
track record in stimulating labor productivity, how-

2 The higher privrity given scicece and tcchaology is also reflected in
the steucture uf the ditectives theaiselves. The title of the sectiva on
the “development of scicnce™ has been expanded to include the
phrasc “acccleration of technolagical progeess.”™ reflecting the
Jirectives” new cmphasis on practical applizatioa rather thaa purc
cescarch. This section also has been aroved to the (roat of the
cuidcliacs so that it aow precedas the sectivas devoiad to industey,
agriculturc, traaspoctation aad communications, aad capitat
construction. Morcover, the theaic of intcgrating scicnce policy with
cconomic developaent ix cuataincd ia cach of th¢ other sections of
the plan to s degrec not evideat previous!:

Con(}l{nﬁnl

Tablic 3 Tceoent
USSR: Average Anaual Growth
in Labor P raductivity
192815 1976-50 (ost-88
L. . Clan

Total P o hX ]
Of which: . .

{adusiry A L 45

Construction 24 1.2 28

Teanspoctation -8 1.2 2.

W

ever. has been teerible, and its curcent cmphasis on
science and technology as the acw panacca s unlikely
to turn this around (scc table 3). Growth in labor
productivity has fallen shaeply in recent yaurs—cvenin
industey, the source of most ncw technology. Because
of the spate of problems just zhcad. the USSR will do
well just to halt the decline in productivity growth. A
continuation of the recent downward peoductivity
trend during 1981-5 could push GNP growth below 2-
percecat pee yeur °

Planning 2ad Management

Despite the emphasis on productivity, the directives
contain ao new major policy inftixtives ar ceform
schemies for raising cfficicncy. For the most part. the
scction on planning and management simply repeats
the gencral policics sct forth in the July 1979 decrecs
on this subjcct. Much like the decrees. the basic thrust
of the recommendations tisted in the guidclines is that
of tinkering at the margin——improving financial levers
and sccking organizational solutions-—rather than
moviag toward any fundamental change in the system.
The fact that a scparate scction on planning and man-
agement was included on this topic. in contrast to the
guidelines {or the 10th Five-Year Plan. however, may
signal that the subject of cconomic vefarms is back on
the politicul sgeada for the 1980:

Consumption: Few Galns Likely

The t1th Five-Ycear Plan does litude to meet the ex-
pectations of the Sovict consumer. Despite President
Brczhnevy's recent promisc to improve food supplics,
the plan makes only a guarded reference 1o a “gradual




solution of the foud problem.™ ta fuci. the only atep
listed in the directives fur casing the food situzstion in
the immediate futare is itn expansion of hot meads at
werk sites and schools, a move that parallels other
recent actions to inereise special teod distribution
ystems to reduce worker discontent.

s

[n cther consumer-refated areas. output of the food
processing industry is to increase at an average annuil
rate of L3 percent (5.1 pereent this year) -z totally
unrealistic goal becatse of the Iast twa poor harvests.
The high goal for durables. 7 pereent per year. is also
prabably beyond reach, despite the caldl for = number of
defenae-related industries 10 increxse their output of
consumer durables. Simikar campaigns in the past have
met with little success because of the reluctance of
caterprise nutnagers to risk shortfalls in weapons
praduction. Overall. retail trade is scheduled 1o grow aut
4.3 percent annuadly. while monces income is slated 1o
viseattan annual rate of fess than 2 percent. reflecting
the continuing but so far unsuccesstul elfort 1o alle-
viute the pressure of demand on supply.

The stepped-up promises notwithitinding, severit] ia-
pects of the guidelines suggest that the leadership is
alao not contident that it can fultill jts pled coN v
consumers, Fint for all their importince. consumer-
related industries (including the light foud, and con-
sumer durables industries) are discusased with fewer
details and fully 30 percent less coverage than in the
LO Five-Yeuar Plan. Sceondly . abthough the teader-
shipis counting on heavy industry to increuse its .
production Of consumer gooda, the assignmemis for
individual branches are lower than beture (see table 3.

The Gact that Sovicet consumers ean eapeet little relic?
in the near Puture was also underscored by Vasiliy
Sclyunin. cconomics editor ol Sorsialisticheskava
Industriva. Sclhyunin wold « that
realistically a significant increase in comsumer welfare
coutd not be expedted until the mid-1980s, beciause
mvestment funds are stmply not avaitable. He further
opined that cven il the funds were availible. plans for

rupidly increasing production of conaumer voads hoave
not been made.

Table

Percem

Selected Heany Tndustey Tacgets far
tncreased Qutput of Consumer Durables

Vit YD HUUNBEY 1el Y1
Ministey
At Eetion Q- 1K) s 0-30
Chemical NO- 140 iS4 {60
Timber and wand 20.70 40 A0.30
F LR SNNTIT

Trade With the West: Cautious Signals
The ducectives provided linde specilic information on
toreign trade plans. According to a senior Sovic for-

cign aflzirs analy st the Gt that no target for forcign

trade turnovee was announced tor the 1Hh Five-Yoear
Plan largely reflected comsiderable uncertainty among
Soviet planners over what role w assign US suppliers.
Gonplan Chicl Bay bukov struck @ similar tone in his
addreas 1o the Supremce Sovict in Octaver. Marcover.,
in sharp contraat to the 1Ot FivesYear Plan. which
cidled Tor developing trade with the West on o “long-
term busis™ to take advantage of the “current refax-
ation ol international ension.” the new plan calls oniy
tur trade “with the develaped cupitatist countries that
show an interest in cooperation with the Soviet Union.™

Dexpite the harsh inguage. the Soviets are sending
other signals -as they did throughout 1950 --that thes
scek o Tnormalization” of trade ties with the United

Suates, Last month. for example, in ceonomist with the
CPSU Centeal Committee imphicd that Mascow would
look Givarably upona rencwai of the long-term grain
agreement. [ addinon. Deputy Forcign Trade Min-
ister Sushkov cecently expressed the hope that o (el
mecting of the UN-USSR Trade and Leonomic Coun-
cil could be held perhags as carly ax thas apring. In-
creasingly, the Sovicts scem o be concerned that the
United States has not sent strong signads about future
CcOnnomic tics

Lonfiucntial
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Appendix

The guidelines for the 11l Five-Year Plan contain
some 40-50 percent.leas statistical data thaa the two
previous plans. Although the reduction in datis in liac
with the tread since the mid-1970s to curtail the vol-
unie of published statistical information. it also prob-
ably reflects a kigher than aoanal degree of indecision
andfor disagreement at tace policymaking levels.

Canfideftixl

All portions of the guidclines are affected by the oaiis-
sion of rutny targets herctofore available. Yet, us
shawn below, the cutbacks scem especially pronounced
in thosc activitics most importaat but troublesome to
the leadership—{or example. encrgy. agriculture, and
transportation:

Beaach-Scctor
Texaspactation

Encrgy

Agriculture

Muchinz building

Consumcr-rclated industrics

Constructicn aatcrials

Fecrous metatluedd

Cumment

Atthough transportation battlenccks have warsened over the past
decade, the 1 1th EY'P directives devote about 20 percent less
attention to this subject than the pecceding plan and only slighdy
morc than the 1971.75 plan.

The | Hih FY P devotes slightly tess attention to the production of
cacegy - —oil, gas, coal, nuclear, and hydroclectricity-~than did the
two earlice plans. There is scant indication from the format of the
cuidelines 1o indicate that the USSR faces scrious cacegy problems
inthc 1980s. . .
The coverage of agricultuce in the 1ith FYP rcmaias extensive: -
just under onc-half the attention allocated toindustey, for cxam-
ple -—but still slightly less than ia cither of the carlict plans.

Although sonc branches reccived extra attention ia the 1ith £V,
on balance the machine-building gtoup seccived roughly 20 peecent
tess coverage than before. The same subjects are covered., but in '
mwch less detail.

Daspite incrcased rhetoric by Sovict leaders on consumer welface,
the L1t F Y P's treatment of coasumce-rclated industrics-—including
the light. foud, and consumer ducables industrics -~is 3C€ perceat
shortes than in the 10th FYP and even siightly teas thaa in the 9th
EYp. Lo

Discussivn of this branch (clt by 30 perceat, to the level of thatin the
9th Y.

Although fewer production tacgets were anavunced, the overall

coveenge of fecrous metallurgy was roughly the xame lcagth asin the
two peevious plaas.

= Refers (o vutput data unless utherwise stated.

Crude steel

Koy Data Missiag from 1lth l-:\ !‘ .
Pipcline for oil, gas, and oil
products
f*aved highways (acw and
modcraized} !
Diescl lucomzetives
freight cars

.Pas.v:n:“ <an .

Productivity targets for the pctro-
tcum. petrolcum scfining. xad coal
industrics
Additions 1o clcctric power station

c:p:lci(i_ca

All procurcaicnt tacgels (gein,
vegetables, feuit, milk, for cxample)
Tractor traifers

Txcavators and bulldozers

Chemical and petrochentical ma-
chine building

tastrumicats and ncans of
automation

Machiac buildiag for light and food
industrics

Agricultural machiccrey for tive-
stock and foddce preduction
Mead and dairy products

Textiles

Kaitted goods

f*relad stecl structurcs
Prelab (cecoconcretc structures
Plywood steucturcs

Confid/atial




